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KPMG LLP

863 Princess Street, Suite 400
Kingston ON K7L 5N4
Canada

Telephone 613-549-1550

Fax 613-549-6349

INDEPENDENT AUDITORS' REPORT

To The Religious Hospitallers of St. Joseph of Cornwall, Ontario

We have audited the accompanying consolidated financial statements of The
Religious Hospitallers of St. Joseph of Cornwall, Ontario, which comprise the
consolidated statement of financial position as at March 31, 2018, the consolidated
statements of operations, changes in net assets and cash flows for the year then
ended, and notes, comprising a summary of significant accounting policies and
other explanatory information.

Management's Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these
consolidated financial statements in accordance with Canadian public sector
accounting standards, and for such internal control as management determines is
necessary to enable the preparation of consolidated financial statements that are
free from material misstatement, whether due to fraud or error.

Auditors' Responsibility

Qur responsibility is to express an opinion on these consolidated financial
statements based on our audit. We conducted our audit in accordance with
Canadian generally accepted auditing standards. Those standards require that we
comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance about whether the consolidated financial statements are free
from material misstatement.

An audit involves performing procedures to obtain audit evidence about the
amounts and disclosures in the consolidated financial statements. The procedures
selected depend on our judgment, including the assessment of the risks of material
misstatement of the consolidated financial statements, whether due to fraud or
error. In making those risk assessments, we consider internal control relevant to
the entity's preparation and fair presentation of the consolidated financial
statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity's internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting
estimates made by management, as well as evaluating the overall presentation of
the consolidated financial statements.

KPMG LLP 1s a Canadhan limited hability partnership and a member firm of the KPMG network of indepandent

member firms affiiated with KPMG International Cooperative (“KPMG International "), a Swiss entity.
KPMG Canada provides services to KPMG LLP,



We believe that the audit evidence we have obtained is sufficient and appropriate
to provide a basis for our audit opinion.

Opinion

In our opinion, the consolidated financial statements present fairly, in all material
respects, the consolidated financial position of The Religious Hospitallers of St
Joseph of Cornwall, Ontario as at March 31, 2018, and its consolidated results of
operations, its consolidated changes in net assets, its consolidated cash flows and
the remeasurement gains and losses for the year then ended in accordance with
Canadian public sector accounting standards.

Kins 4<F
it

Chartered Professional Accountants, Licensed Public Accountants
Kingston, Canada

May 16, 2018



THE RELIGIOUS HOSPITALLERS OF
ST. JOSEPH OF CORNWALL, ONTARIO

Consolidated Statement of Financial Position

March 31, 2018, with comparative information for 2017

2018 2017
Assets
Current assets:
Cash $ 1,701,256 $ 4,019,375
Accounts receivable (note 2) 182,666 117,826
Inventory 831 712
Prepaid expenses 94,937 99,736
1,979,690 4,237,649
Trust fund assets 17,347 20,757
Capital assets (note 3) 24 495 647 25,102,454
$ 26,492,684 $ 29,360,860
Liabilities, Deferred Contributions
and Net Assets
Current liabilities:
Accounts payable and accrued liabilities $ 1,988,304 $ 4,045,095
Current portion of long-term debt (note 4) 594,375 570,961
2,582,679 4,616,056
Trust fund liabilities 17,347 20,757
Long-term debt (note 4) 9,351,440 9,945,815
Deferred contributions (note 5) 11,476,248 12,200,909
23,427,714 22,167,481
Net assets (deficiency):
Invested in capital assets (note 6) 3,089,778 2,400,963
Internally restricted 341,486 341,486
Endowment fund 26,407 26,407
Unrestricted (392,701) (191,533)
3,064,970 2,577,323
Contingencies (note 10)
$ 26,492,684 $ 29,360,860

See accompanying notes to consolidated financial statements.

)
Cn behélf of the Board and the Membership:

------ ——Chairperson of the Board

President of the Membership




THE RELIGIOUS HOSPITALLERS OF
ST. JOSEPH OF CORNWALL, ONTARIO

Consolidated Statement of Operations

Year ended March 31, 2018, with comparative information for 2017

2018 2017
Revenue:

Ministry of Health and Long-Term Care $ 16,138,679 $ 15,858,991
Patient revenue 4,028,744 4,125,398
Other 606,494 744,601
Amortization of deferred contributions 783,161 798,048
21,557,078 21,527,038

Expenses:
Salaries and wages 12,411,194 12,163,746
Employee benefits 3,472,496 3,490,468
Other supplies and expenses 2,965,635 3,471,293
Amortization of capital assets 1,160,916 1,146,070
Drugs 322,931 278,926
Medical and surgical supplies 276,016 309,212
Interest on long-term debt 425,032 434,382
Medical staff remuneration 35,211 26,664
21,069,431 21,320,761
Excess of revenue over expenses 3 487,647 $ 206,277

See accompanying notes to consolidated financial statements.



"SJUSWSIe]S |BIDUBLLY pajepl|osuod o} sajou BuiAuedwoooe sag

€2e'/26C $ 0/6'v90't ¢ 8/.'680't $  L0V'9T $ 98r'Lve $ (L02'26E) $ Jeaf jo pus ‘(Aousioyep) souejeg
- - 0/5'990°L = - (0£5°990'L) ((9)9 =10u) s1esse |ended
ul Juswisanul ul abueyo 18N
2/2'902 1¥9'/8Y (662'2.2€) - - Z0t'G98 ((@)g s10U) (8NUBABL JBAD
sasuadxa) sasuadxa
JBA0 anuaAal JO SS8dX3
or0'LLE'C $  €TeLlST $ €96'00FT $ L0¥'92 ¢ oerLre ¢ (gesiel) $ 1eaf jo Buiuuibaq
‘(Aousloyep) 2oueleqg
|ejol |[elo] sjasse puny pajou}sal pajoulsaiun
2102 8102 |eyded ul Juswmopu3z Aleussy
palsaAU|

2102 Jo} uoljewuoul anneledwod yim ‘'gLoz ‘LS Y2Jep papus Jea

s}assy JaN Ul sabueys 40 JuswalelS pPalepljosuon)

OIMVLINO "TTVMNYO0D 40 Hd3SOr "1S
40 SHITIVLIdSOH SNOIDIT3Y FHL



THE RELIGIOUS HOSPITALLERS OF
ST. JOSEPH OF CORNWALL, ONTARIO

Consolidated Statement of Cash Flows

Year ended March 31, 2018, with comparative information for 2017

2018 2017
Cash provided by (used in):
Operating activities:

Excess of revenue over expenses 3 487,647 $ 206,277

Items not involving cash:

Amortization of capital assets 1,160,916 1,146,070
Amortization of deferred contributions (783,161) (798,048)

Change in non-cash operating working capital:

Accounts receivable (64,840) 220,734
Inventory (119) (116)
Prepaid expenses 4,799 (22,500)
Accounts payable and accrued liabilities (2,056,791) (145,994)
(1,251,549) 606,423

Capital activities:

Purchase of capital assets (554,109) (188,662)

Additions to deferred contributions 58,500 80,000

Application of HST rebate to capital assets - 315,000

(495,609) 206,338
Financing activities:

Long-term debt repayments (570,961) (548,468)
Increase (decrease) in cash (2,318,119) 264,293
Cash, beginning of year 4,019,375 3,755,082
Cash, end of year $ 1,701,256 $ 4,019,375

See accompanying notes to consolidated financial statements.



THE RELIGIOUS HOSPITALLERS OF
ST. JOSEPH OF CORNWALL, ONTARIO

Notes to Consolidated Financial Statements

Year ended March 31, 2018

The Religious Hospitallers of St. Joseph of Cornwall, Ontario (the “Health Centre’) was
incorporated under the Corporations Act of Ontario and its principal activity is the delivery of
health services. The Health Centre is operated as St. Joseph’s Continuing Care Centre.

These consolidated financial statements present the consolidated financial position and results of
operations of the Health Centre and its subsidiaries. The Health Centre is a registered charity
under the Income Tax Act (Canada) and accordingly is exempt from income taxes, provided
certain requirements of the Income Tax Act (Canada) are met.

The Religious Hospitallers of St. Joseph of Cornwall, Ontario operates under the canonical
sponsorship of Catholic Health International. These consolidated financial statements present
the financial position and results of operations of The Religious Hospitallers of St. Joseph of
Cornwall, Ontario.

Capital assets disclosed in the consolidated statements of financial position include land,
buildings and building service equipment, some of which were contributed by The Religious
Hospitallers of St. Joseph.

1. Significant accounting policies:

The consolidated financial statements have been prepared by management in accordance with
Canadian public sector accounting standards including the 4200 standards for government not-
for-profit organizations.

(a) Basis of consolidation:

The consolidated financial statements include the accounts of Hotel Dieu Hospital and St.
Joseph's Villa which are operated by the same administration and owned by the Health
Centre.

(b) Revenue recognition:

The Health Centre follows the deferral method of accounting for contributions which include
donations and government grants.

Under the Health Insurance Act and Regulations thereto the Health Centre is funded primarily
by the Province of Ontario. Operating grants are recorded as revenue in the period to which
they relate. Grants approved but not received at the end of an accounting period are
accrued. Where a portion of a grant relates to a future period, it is deferred and recognized in
that subsequent period. These consolidated financial statements reflect agreed
arrangements approved by the Ministry with respect to the year ended March 31, 2018.



THE RELIGIOUS HOSPITALLERS OF
ST. JOSEPH OF CORNWALL, ONTARIO

Notes to Consolidated Financial Statements (continued)

Year ended March 31, 2018

1.

Significant accounting policies (continued):

(b)

(d)

Revenue recognition (continued):

Unrestricted contributions are recognized as revenue when received or receivable if the
amount to be received can be reasonably estimated and collection is reasonably assured.

Externally restricted contributions are recognized as revenue in the year in which the related
expenses are recognized. Contributions restricted for the purchase of capital assets are
deferred and amortized into revenue on a straight-line basis, at a rate corresponding with the
amortization rate for the related capital assets.

Revenue from in-patient and resident services, preferred accommodation, marketed services,
recoveries and other revenue is recognized when the goods are sold or the service is
provided.

Endowment contributions are recognized as direct increases in endowment net assets.
Inventory:

Inventory is valued at the lower of average cost and net realizable value.

Capital assets:

Purchased capital assets are recorded at cost. The original cost does not reflect replacement
cost or market value upon liquidation. Assets acquired under capital leases are amortized
over the estimated life of the assets or over the lease term, as appropriate. Repairs and
maintenance costs are charged to expense when incurred. Betterments which extend the
estimated life of an asset are capitalized. When a capital asset no longer contributes to the
Health Centre’s ability to provide services, its carrying amount is written down to its residual
value.

Capital assets are amortized on a straight-line basis at the following annual rates:

Asset Rate
Land improvements 10%
Buildings 2% to 5%
Building service equipment 4% to 20%
Furniture and equipment 6.67% to 20%

The costs incurred for major capital projects are classified separately as construction in
progress until the project is complete. When complete the costs are transferred to the
appropriate capital asset category and amortized.



THE RELIGIOUS HOSPITALLERS OF
ST. JOSEPH OF CORNWALL, ONTARIO

Notes to Consolidated Financial Statements (continued)

Year ended March 31, 2018

1.

Significant accounting policies (continued):

(e) Contributed services:

U]

(h)

()

A substantial number of volunteers contribute a significant amount of their time each year.
Because of the difficulty of determining the fair value, contributed services are not recognized
in the consolidated financial statements.

Use of estimates:

The preparation of the consolidated financial statements requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the consolidated financial
statements and the reported amounts of revenue and expenses during the year. Significant
estimates include the carrying value of capital assets. Actual results could differ from those
estimates.

Financial instruments:

Financial instruments are recorded at fair value on initial recognition. Financial instruments
are subsequently recorded at cost or amortized cost unless management has elected to carry
the instruments at fair value. Management has not elected to subsequently carry financial
instruments at fair value.

All financial assets are assessed for impairment on an annual basis. When a decline is
determined to be other than temporary, the amount of the loss is reported in the statement of
operations.

Statement of remeasurement gains and losses:

A statement of remeasurement gains and losses has not been provided as there are no
significant unrealized gains or losses at March 31, 2018.

Multi-employer pension plan:

The Health Centre is an employer member of the Healthcare of Ontario Pension Plan, which
is a multi-employer, defined benefit pension plan. The Health Centre has adopted defined
contribution plan accounting principles for this Plan because insufficient information is
available to apply defined benefit plan accounting principles. Contributions to the
multiemployer defined benefit plan are expensed when due.



THE RELIGIOUS HOSPITALLERS OF

ST. JOSEPH OF CORNWALL, ONTARIO

Notes to Consolidated Financial Statements (continued)

Year ended March 31, 2018

2. Accounts receivable:

2018 2017
Residents and in-patients $ 26115 $ 34,211
Other 169,186 106,176
195,301 140,387
Allowance for doubtful accounts 12,635 22 561
$ 182666 $ 117,826

3. Capital assets:
2018 2017
Accumulated Net book Net book
Cost amortization value value

Land and land

improvements $ 1,488,133 $ 324,845 1,163,288 1,196,609
Buildings 27,244,991 6,614,111 20,630,880 21,313,493

Building service
equipment 2,639,172 1,687,479 1,051,693 1,195,993
Furniture and equipment 6,089,442 4,439,656 1,649,786 1,396,359
$ 37,461,738 $ 12,966,091 $ 24495647 $ 25,102,454

Cost and accumulated amortization of capital assets at March 31, 2017 amounted to $36,907,629

and $11,805,175, respectively.

10



THE RELIGIOUS HOSPITALLERS OF
ST. JOSEPH OF CORNWALL, ONTARIO

Notes to Consolidated Financial Statements (continued)

Year ended March 31, 2018

4. Long-term debt:

Long-term debt consists of;

2018 2017
Debenture payable, Ontario Infrastructure Projects
Corporation, annual interest rate 4,06%, repayable
in blended semi-annual payments of $496,103,
maturity date October 16, 2030 $ 9,945,815 $ 10,516,776
Current portion of long-term debt 594,375 570,961
$ 9,351,440 $ 9945815
Principal repayments for the next five years and thereafter are as follows:
2019 $ 594,375
2020 618,754
2021 644,131
2022 670,548
2023 726,677
Thereafter 6,691,330
$ 9,945815

5. Deferred contributions:

(a) Deferred contributions related to capital assets represent the unamortized amount and
unspent amount of donations and grants received for the purchase of capital assets. The
amortization of deferred contributions is recorded as revenue in the consolidated statement of

operations.
2018 2017

Balance, beginning of year $ 12,200,909 $ 12,947,931
Deferred contributions received

during the year 58,500 80,000
Amortization of deferred contributions (783,161) (798,048)
Disposal of contributed capital asset - (28,974)
Balance, end of year $ 11,476,248 $ 12,200,909

11



THE RELIGIOUS HOSPITALLERS OF
ST. JOSEPH OF CORNWALL, ONTARIO

Notes to Consolidated Financial Statements (continued)

Year ended March 31, 2018

5. Deferred contributions (continued):

(b) The deferred contributions related to capital assets consist of the following:

2018 2017

Unamortized deferred contributions
used to purchase assets $ 11,460,054 § 12,184,715
Unspent contributions 16,194 16,194
Balance, end of year $ 11,476,248 $ 12,200,909

6. Investment in capital assets:
(a) Investment in capital assets is calculated as follows:
2018 2017
Capital assets $ 24495647 $ 25,102,454
Amounts financed by:

Long-term debt (9,945,815) (10,516,776)
Deferred contributions (11,460,054) (12,184,715)

$ 3,089,778 § 2,400,963

(b) Changes in net assets invested in capital assets is calculated as follows:

2018 2017

Deficiency of revenue over expenses
Amortization of deferred contributions 3 783,161 $ 798,048
Amortization of capital assets (1,160,916) (1,146,070)

$  (377.755) S (348,022

Net change in investment in capital assets:

Purchase of capital assets 3 554109 $ 188,662
Amounts funded by deferred

contributions (58,500) (80,000)
Repayments of long-term debt 570,961 548,468

HST rebate applied to capital assets (315,000)

$ 1066570 § 342,130

12



THE RELIGIOUS HOSPITALLERS OF
ST. JOSEPH OF CORNWALL, ONTARIO

Notes to Consolidated Financial Statements (continued)

Year ended March 31, 2018

7.

10.

11.

Related party transactions:

The Health Centre provided management services in the amount of $Nil (2017 - $50,917) to the
Religious Hospitallers of St. Joseph Housing Corporation. These amounts are fully reimbursed on
an annual basis. The Religious Hospitallers of St. Joseph Housing Corporation is managed and
directed by specific employees of the Health Centre and a volunteer board of directors comprised
of community representatives.

Related entities:

The Health Centre has economic interest in the Religious Hospitallers of St. Joseph Health
Centre of Cornwall Fund (the “Fund”).

During the year, the Health Centre received $Nil (2017 - $80,000) from the Fund for capital
purchases.

Pension plan:

Substantially all of the full-time employees of the Health Centre are members of the Healthcare of
Ontario Pension Plan. Contributions to the plan made during the year by the Health Centre on
behalf of its employees amounted to $889,539 (2017 - $909,619) and are included in the
employee benefits in the consolidated statement of operations.

Contingencies:

The nature of Health Centre’s activities is such that there may be litigation pending or in prospect
at any time. With respect to claims at March 31, 2018, management believes that the Health
Centre has valid defenses and appropriate insurance coverage in place. In the event any claims
are successful, management believes that such claims are not expected to have a material effect
on the Health Centre's financial position.

Financial risks and concentration of credit risk:
(a) Credit risk:

Credit risk refers to the risk that a counterparty may default on its contractual obligations
resulting in a financial loss. The Health Centre is exposed to credit risk with respect to the
accounts receivable and cash.

13



THE RELIGIOUS HOSPITALLERS OF
ST. JOSEPH OF CORNWALL, ONTARIO

Notes to Consolidated Financial Statements (continued)

Year ended March 31, 2018

11. Financial risks and concentration of credit risk (continued):

(a)

(c)

(d)

Credit risk (continued):

The Health Centre assesses, on a continuous basis, accounts receivable and provides for
any amounts that are not collectible in the allowance for doubtful accounts. The maximum
exposure to credit risk of the Health Centre at March 31, 2018 is the carrying value of these
assets.

The carrying amount of accounts receivable is valued with consideration for an allowance for
doubtful accounts. The amount of any related impairment loss is recognized in the
consolidated statement of operations. Subsequent recoveries of impairment losses related to
accounts receivable are credited to the consolidated statement of operations. The balance of
the allowance for doubtful accounts at March 31, 2018 is $12,635 (2017 - $22,561).

As at March 31, 2018, $Nil (2017 - $10,270) of trade accounts receivable were past due, but
not impaired.

There have been no significant changes to the credit risk exposure from 2017.
Liquidity risk:

Liquidity risk is the risk that the Health Centre will be unable to fulfill its cbligations on a timely
basis or at a reasonable cost. The Health Centre manages its liquidity risk by monitoring its
operating requirements. The Health Centre prepares budget and cash forecasts to ensure it
has sufficient funds to fulfill its obligations.

Accounts payable and accrued liabilities are generally due within 60 days of receipt of an
invoice.

There have been no significant changes to the liquidity risk exposure from 2017.
Market risk:

Market risk is the risk that changes in market prices, such as foreign exchange rates or
interest rates will affect the Health Centre’s income or the value of its holdings of financial
instruments. The objective of market risk management is to control market risk exposures
within acceptable parameters while optimizing return on investment.

Interest rate risk:

Interest rate risk is the risk that the fair value of future cash flows or a financial instrument will
fluctuate because of changes in the market interest rates.

Financial assets and financial liabilities with variable interest rates expose the Health Centre
to cash flow interest rate risk.

14



THE RELIGIOUS HOSPITALLERS OF
ST. JOSEPH OF CORNWALL, ONTARIO

Notes to Consolidated Financial Statements (continued)

Year ended March 31, 2018

11.

12.

13.

Financial risks and concentration of credit risk (continued):
(d) Interest rate risk (continued):

The Health Centre is exposed to interest rate risk through its interest bearing debenture
payable.

There has been no change to the interest rate risk exposure from 2017.

Adoption of new accounting policies

On April 1, 2017, the Health Centre adopted Canadian public sector accounting standards PS
2200 Related party disclosures, PS 3420 Inter-entity transactions, PS 3210 Assets, PS 3320
Contingent Assets, and PS 3380 Contractual rights.

The adoption of these standards did not result in an accounting policy change for the Health
Centre, and did not result in any adjustments to the consolidated financial statements as at
April 1, 2017.

Comparative information:

Certain 2017 comparative information has been reclassified to conform to the financial statement
presentation adopted for the current year.
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